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Abstract : Karnataka has historically been the birthplace of several prominent public sector 
banks that played a crucial role in India’s financial deepening and regional development. In 
recent years, these banks underwent large-scale mergers as part of the national banking 
consolidation drive aimed at improving efficiency, capital strength, and systemic stability. 
This paper examines the impact of mergers and acquisitions on Karnataka-originated 
public sector banks—namely State Bank of Mysore, Canara Bank, Syndicate Bank, Vijaya 
Bank, and Corporation Bank. Using secondary data for the period 2011–2023, the study 
applies CAMELS framework analysis, Difference-in-Differences (DiD) estimation, and 
Data Envelopment Analysis (DEA) to compare pre- and post-merger performance. The 
findings reveal that while short-term profitability declined due to integration costs and 
NPA recognition, medium-term improvements were observed in capital adequacy, cost 
efficiency, and financial stability. The study concludes that consolidation strengthened the 
long-term resilience of Karnataka-originated banks but underscores the importance of 
governance reforms and post-merger integration strategies. 
Keywords: Bank Mergers, Karnataka Public Sector Banks, CAMELS, Financial Stability, 
Bank Consolidation 
Keywords— Digital Banking, Inclusive Growth, Financial Inclusion, Malnad Region, 
Karnataka.  
 

I. INTRODUCTION 
 
The evolution of the Indian banking system over the past two decades has been profoundly 
shaped by structural reforms aimed at enhancing efficiency, stability, and global 
competitiveness. Among these reforms, mergers and acquisitions (M&A) have emerged as 
a central policy instrument to address long-standing challenges such as fragmented banking 
structures, rising non-performing assets (NPAs), weak capital bases, and operational 
inefficiencies [1]. In the aftermath of global financial uncertainties and domestic banking 
stress, consolidation has increasingly been viewed as a strategic pathway to strengthen 



Cultura. International Journal of Philosophy of Culture and Axiology      22(11s)/2025  

  

 

218 

 

balance sheets, improve risk management capabilities, and ensure the long-term resilience 
of the banking sector. Under the guidance of the Reserve Bank of India and the 
Government of India, large-scale bank mergers were initiated to create fewer but stronger 
banking institutions capable of supporting India’s expanding economy [2]. 
India, in particular, witnessed an unprecedented wave of public sector bank consolidation 
beginning in 2017, culminating in the merger of several regionally rooted banks into large 
national entities. These reforms were driven by the belief that economies of scale, improved 
governance structures, and diversified asset portfolios would enhance operational efficiency 
and systemic stability [3]. However, the success of bank mergers has not been uniform 
across institutions and regions. While larger metropolitan-based banks were better 
positioned to absorb integration shocks, regionally originated banks faced distinct 
challenges related to legacy asset quality, workforce integration, and localized customer 
relationships [4]. Consequently, the outcomes of banking mergers remain an important 
empirical question rather than a settled policy conclusion. 
The state of Karnataka occupies a unique position in the history of Indian banking, as it is 
the birthplace of several prominent public sector banks that have made substantial 
contributions to national financial development. Institutions such as Canara Bank, Syndicate 
Bank, Vijaya Bank, Corporation Bank, and State Bank of Mysore were deeply embedded in 
regional economies, with strong linkages to agriculture, small enterprises, cooperative 
institutions, and priority sector lending [5]. These banks cultivated close relationships with 
local communities and played a vital role in promoting financial inclusion across semi-urban 
and rural Karnataka. Their subsequent mergers into larger banking entities represented a 
major structural shift, altering both organizational identity and regional banking dynamics. 
While banking consolidation is theoretically expected to enhance efficiency and financial 
stability, empirical evidence suggests that mergers often generate mixed short-term and 
medium-term outcomes. In the immediate post-merger phase, banks typically experience 
integration costs, operational disruptions, human resource challenges, and balance sheet 
stress arising from asset quality recognition [6]. Over time, however, benefits such as 
improved capital adequacy, cost rationalization, enhanced lending capacity, and better risk 
diversification may emerge [7]. For Karnataka-originated public sector banks, these 
dynamics are particularly significant because the mergers involved the absorption of 
regionally focused institutions into nationally diversified banks, raising concerns regarding 
regional credit flow continuity, service quality, and institutional legacy [8]. 
From a broader developmental perspective, banking stability is closely linked to economic 
growth, credit availability, and financial confidence. Strong and well-capitalized banks are 
better equipped to withstand macroeconomic shocks, finance infrastructure projects, and 
support productive sectors such as agriculture, MSMEs, and manufacturing [9]. Therefore, 
assessing the impact of mergers and acquisitions on the financial performance and stability 
of Karnataka-originated public sector banks is essential for evaluating whether 
consolidation has strengthened or diluted their developmental role within the Indian 
banking system. 
Against this backdrop, the present study examines the impact of mergers and acquisitions 
on Karnataka-originated public sector banks by analyzing changes in financial performance, 
operational efficiency, and stability indicators in the pre- and post-merger periods. Using 
secondary data from bank financial statements and regulatory publications, the study applies 
established analytical frameworks such as CAMELS analysis, efficiency measurement 
techniques, and comparative performance evaluation [10]. By focusing on a distinct regional 
banking lineage within India’s broader consolidation framework, the study contributes 
empirical evidence and policy-relevant insights into the long-term implications of bank 
mergers in a regionally diverse financial system, as illustrated in Figure 1 below. 
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Fig. 1: Consolidation of Karnataka-Originated Public Sector Banks in India 

Original Bank (Founded 
in Karnataka) 

Founding Year & 
Location 

Anchor Bank 
(Acquiring Entity) 

Effective Date 
of Merger 

State Bank of Mysore 1913, Bengaluru State Bank of India 
(SBI) 

April 1, 2017 

Vijaya Bank 1931, Mangaluru Bank of Baroda April 1, 2019 

Syndicate Bank 1925, Manipal Canara Bank April 1, 2020 

Corporation Bank 1906, Udupi Union Bank of India April 1, 2020 

 
II. LITERATURE SURVEY 

 
The literature on mergers and acquisitions (M&A) in the banking sector broadly emphasizes 
consolidation as a strategic response to financial fragility, efficiency gaps, and systemic risk. 
Early theoretical contributions argue that bank mergers enable economies of scale, 
diversification of risk, and improved operational efficiency by reducing duplication of 
resources and strengthening balance sheets [1]. Berger and Humphrey (1997) suggest that 
consolidation enhances cost efficiency, particularly when mergers involve banks operating 
in overlapping geographic markets [2]. However, empirical evidence across countries 
indicates that merger outcomes vary depending on institutional context, governance quality, 
and post-merger integration strategies. 
In the Indian context, banking sector consolidation gained momentum in response to rising 
non-performing assets (NPAs), capital inadequacy, and governance challenges faced by 
public sector banks (PSBs). Studies by the Reserve Bank of India highlight that fragmented 
banking structures limited risk absorption capacity and constrained credit growth, 
necessitating structural reforms through mergers [3]. Government policy documents also 
emphasize that consolidation was intended to create globally competitive banks capable of 
financing large infrastructure and industrial projects [4]. 
Several empirical studies have examined the financial performance of Indian banks 
following mergers. Reddy (2019) analyzed pre- and post-merger performance of PSBs and 
found that capital adequacy ratios improved significantly, while profitability indicators such 
as return on assets (ROA) and return on equity (ROE) declined in the short term due to 
integration costs [5]. Similarly, Goyal and Joshi (2020) observed that merged banks 
experienced temporary operational inefficiencies, but cost-to-income ratios improved over 
time, indicating medium-term efficiency gains [6]. These findings suggest that merger 
benefits in Indian banking are not immediate and require a transition period. 
The CAMELS framework has been widely used to evaluate the impact of mergers on 
banking performance. Kumar and Gulati (2021) applied CAMELS analysis to selected PSB 
mergers and reported notable improvements in capital adequacy, liquidity, and sensitivity to 
market risk, while asset quality showed delayed recovery due to legacy NPAs [7]. Their study 
highlights that asset quality normalization often takes longer in public sector mergers 
because of regulatory recognition of stressed assets. Similar conclusions were drawn by 
Sharma and Anand (2020), who emphasized that management efficiency and earnings 
performance improve only after successful organizational integration [8]. 
Efficiency measurement studies using Data Envelopment Analysis (DEA) provide further 
insights into post-merger outcomes. Saha and Ravisankar (2019) found that technical and 
scale efficiency of Indian banks improved after consolidation, particularly for large merged 
entities that benefitted from expanded branch networks and diversified portfolios [9]. 
However, they also noted that efficiency gains were uneven across regions, with banks 
having strong regional roots facing greater integration challenges. These findings are 
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especially relevant for Karnataka-originated banks that were deeply embedded in localized 
banking ecosystems. 
Region-specific studies underline the importance of historical and cultural context in bank 
mergers. Banks originating from Karnataka—such as Canara Bank, Syndicate Bank, Vijaya 
Bank, and Corporation Bank—developed strong relationships with agricultural 
communities, MSMEs, and cooperative institutions over decades [10]. According to Rao 
and Hegde (2018), these banks played a critical role in priority sector lending and rural credit 
delivery in southern India [11]. The merger of such regionally embedded institutions into 
larger national banks raised concerns about the dilution of regional focus and potential 
decline in credit flow to local economies. 
Human resource integration has been identified as a major determinant of merger success. 
Studies by Chatterjee and Banerjee (2020) highlight that employee resistance, cultural 
mismatch, and uncertainty regarding career progression adversely affect post-merger 
productivity in PSBs [12]. In the case of Karnataka-originated banks, where employees often 
shared strong institutional identity and regional affiliation, integration challenges were 
reported to be more pronounced [13]. These factors contribute to short-term declines in 
service quality and operational efficiency. 
Another important strand of literature focuses on financial stability and systemic risk. Beck 
et al. (2013) argue that larger consolidated banks are better equipped to absorb shocks due 
to diversified asset bases and stronger capital buffers [14]. In India, Mishra and Prasad 
(2021) found that post-merger PSBs exhibited improved liquidity coverage ratios and 
reduced vulnerability to systemic stress [15]. However, concerns have been raised regarding 
the “too-big-to-fail” problem, wherein large banks may pose higher systemic risks if 
governance mechanisms are weak [16]. 
Recent studies have adopted Difference-in-Differences (DiD) and panel regression 
approaches to isolate merger effects. Singh and Kaur (2022) applied DiD analysis to Indian 
PSB mergers and concluded that while mergers had a statistically significant positive impact 
on capital adequacy and stability indicators, their effect on profitability was neutral in the 
short run [17]. Their findings reinforce the argument that merger success should be 
evaluated using multidimensional performance indicators rather than profitability alone. 
Despite the growing body of literature, limited research specifically examines the impact of 
mergers on Karnataka-originated public sector banks as a distinct group. Most existing 
studies adopt an all-India perspective, overlooking regional banking legacies and localized 
development roles [18]. Given Karnataka’s unique contribution to India’s banking history 
and the scale of mergers involving its banks, a focused regional analysis is warranted. 
Furthermore, there is a paucity of studies integrating performance, efficiency, and stability 
dimensions within a single analytical framework [19]. 
In summary, the literature suggests that bank mergers in India have generally strengthened 
capital adequacy and systemic stability while posing short-term challenges to profitability 
and operational efficiency. However, the regional dimension of banking consolidation, 
particularly concerning Karnataka-originated public sector banks, remains underexplored. 
Addressing this gap, the present study builds upon existing empirical frameworks to provide 
a comprehensive assessment of merger outcomes by combining CAMELS analysis, 
efficiency measurement, and comparative performance evaluation [20]. 

 
III. CONCEPTUAL FRAMEWORK 

 
The proposed work is grounded in the premise that mergers and acquisitions act as a 
structural reform mechanism to enhance banking efficiency, resilience, and systemic 
stability. For Karnataka-originated public sector banks—historically rooted in regional 
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credit delivery—mergers represent a transition from localized banking models to nationally 
diversified institutions. To capture this transformation, the study develops an integrated 
Merger–Performance–Stability Framework (MPSF) that links merger events with financial 
performance outcomes, efficiency changes, and stability indicators. 
The framework quantitatively evaluates whether consolidation leads to (i) improved capital 
adequacy, (ii) better asset quality management, (iii) enhanced operational efficiency, and (iv) 
stronger risk absorption capacity, using statistical and mathematical modeling. 
Fig. 3: Conceptual Model of M&A Impact on Bank Performance and Stability 
 
1. MERGER IMPACT MODEL USING DIFFERENCE-IN-DIFFERENCES (DID) 
TO ESTIMATE THE CAUSAL IMPACT OF MERGERS, THE DIFFERENCE-IN-DIFFERENCES 

APPROACH IS EMPLOYED. LET YITDENOTE THE PERFORMANCE INDICATOR OF BANK IAT 

TIME T(SUCH AS ROA, CAR, OR GNPA RATIO). THE DID MODEL IS SPECIFIED AS: 

YIT = Α+ Β1POSTT + Β2MERGEI + Β3(POSTT ×MERGEI) + ΓZIT + ΕIT 
 
(1)WHERE: 

• POSTT= 1 FOR POST-MERGER PERIOD, 0 OTHERWISE 

• MERGEI= 1 FOR KARNATAKA-ORIGINATED MERGED BANKS 

• ZIT= VECTOR OF CONTROL VARIABLES (BANK SIZE, GDP GROWTH, INFLATION) 

• Β3CAPTURES THE NET IMPACT OF MERGERS 
THIS MODEL ISOLATES MERGER EFFECTS FROM GENERAL TIME TRENDS AND BANK-
SPECIFIC HETEROGENEITY. 
 
2. EFFICIENCY ASSESSMENT USING DATA ENVELOPMENT ANALYSIS (DEA) 
TO EVALUATE OPERATIONAL EFFICIENCY CHANGES RESULTING FROM CONSOLIDATION, 
DEA IS APPLIED UNDER VARIABLE RETURNS TO SCALE (VRS). BANKS ARE TREATED AS 

DECISION-MAKING UNITS (DMUS). THE INPUT-ORIENTED DEA MODEL IS DEFINED AS: 

MIN⁡
Θ,Λ

Θ 

 
SUBJECT TO: 

∑ ΛJ

N

J=1

XJK ≤ ΘXIK,∑ ΛJ

N

J=1

YJR ≥ YIR 

 
(2) WHERE: 

• XIK= INPUTS (DEPOSITS, OPERATING EXPENSES, EMPLOYEES) 

• YIR= OUTPUTS (ADVANCES, NET INTEREST INCOME) 

• Θ= EFFICIENCY SCORE 
DEA RESULTS ALLOW COMPARISON OF PRE- AND POST-MERGER EFFICIENCY LEVELS. 
 
3. MEASURING BANKING STABILITY USING COMPOSITE INDEXING 
TO ASSESS FINANCIAL SOUNDNESS, A COMPOSITE BANKING STABILITY INDEX (CBSI) 

IS CONSTRUCTED USING CAMELS-BASED INDICATORS: 
CAPITAL ADEQUACY (C), ASSET QUALITY (A), MANAGEMENT EFFICIENCY (M), 
EARNINGS (E), LIQUIDITY (L), AND SENSITIVITY TO RISK (S). 

THE CBSI FOR BANK IIS DEFINED AS: 
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CBSII =∑WJ

M

J=1

ZJI 

 
(3) 
WHERE: 

• ZJI= NORMALIZED VALUE OF INDICATOR J 

• WJ= WEIGHT DERIVED USING PCA 

THIS INDEX PROVIDES A HOLISTIC MEASURE OF POST-MERGER STABILITY. 
 
4. IMPLEMENTATION PIPELINE 
THE PROPOSED FRAMEWORK IS IMPLEMENTED IN MULTIPLE STAGES. FIRST, BANK-LEVEL 

SECONDARY DATA IS COLLECTED FOR PRE- AND POST-MERGER PERIODS. DATA 

PREPROCESSING INCLUDES NORMALIZATION, TREND ADJUSTMENT, AND HANDLING 

MISSING VALUES. DID REGRESSION MODELS ARE ESTIMATED TO IDENTIFY MERGER 

EFFECTS ON FINANCIAL PERFORMANCE. DEA IS APPLIED TO MEASURE EFFICIENCY 

CHANGES, WHILE PCA IS USED TO COMPUTE THE STABILITY INDEX. STATISTICAL 

VALIDATION IS CARRIED OUT USING ROBUSTNESS CHECKS AND SENSITIVITY ANALYSIS TO 

TEST CONSISTENCY ACROSS ECONOMIC CYCLES. 
 
5. MATHEMATICAL INTEGRATION OF PERFORMANCE, EFFICIENCY, AND STABILITY 
TO INTEGRATE MERGER OUTCOMES, A WEIGHTED ASSOCIATION ANALYSIS IS 

CONDUCTED. LET EIDENOTE EFFICIENCY SCORE AND CBSIIDENOTE STABILITY INDEX 

FOR BANK I. THE INTEGRATION COEFFICIENT IS DEFINED AS: 

Φ =
∑ (

N

I=1 EI − Ē)(CBSII − CBSI‾ )

√∑ (
N

I=1 EI − Ē)2∑ (CBS
N

I=1 II − CBSI‾ )2
 

 

(4)A HIGHER VALUE OF ΦINDICATES STRONGER SYNERGY BETWEEN EFFICIENCY GAINS 

AND FINANCIAL STABILITY POST-MERGER. 
 
6. EXPECTED OUTCOMES 
THE PROPOSED FRAMEWORK IS EXPECTED TO YIELD THE FOLLOWING OUTCOMES: 
1. EMPIRICAL IDENTIFICATION OF MERGER-INDUCED CHANGES IN PROFITABILITY 

AND CAPITAL STRENGTH 
2. MEASUREMENT OF EFFICIENCY GAINS FROM SCALE EXPANSION 
3. QUANTIFICATION OF STABILITY IMPROVEMENTS USING A COMPOSITE INDEX 
4. EVIDENCE-BASED ASSESSMENT OF WHETHER CONSOLIDATION STRENGTHENED 

KARNATAKA-ORIGINATED PSBS 
THE FINDINGS WILL SUPPORT POLICYMAKERS AND REGULATORS IN REFINING MERGER 

STRATEGIES, STRENGTHENING GOVERNANCE, AND DESIGNING EFFECTIVE POST-
MERGER INTEGRATION POLICIES. 
 
7. ALGORITHM 1: DATA PREPARATION AND MERGER IMPACT ESTIMATION 
STEP 1: COLLECT BANK-LEVEL FINANCIAL DATA FOR PRE- AND POST-MERGER PERIODS 
STEP 2: NORMALIZE FINANCIAL RATIOS AND MACROECONOMIC CONTROLS 
STEP 3: CLASSIFY BANKS INTO MERGED AND CONTROL GROUPS 
STEP 4: APPLY DID REGRESSION MODELS 
STEP 5: INTERPRET MERGER IMPACT COEFFICIENTS 
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8. ALGORITHM 2: EFFICIENCY AND STABILITY ASSESSMENT 
STEP 1: APPLY DEA TO COMPUTE EFFICIENCY SCORES 
STEP 2: CONSTRUCT CAMELS INDICATORS 
STEP 3: USE PCA TO COMPUTE STABILITY WEIGHTS 
STEP 4: CALCULATE CBSI SCORES 
STEP 5: INTEGRATE EFFICIENCY AND STABILITY OUTCOMES 
 

IV. EXPERIMENT RESULT AND DISCUSSION 
 

The implementation of the Bank Merger Impact Assessment Model (BMIAM) for 
Karnataka-originated public sector banks has yielded important insights into how mergers 
and acquisitions have influenced financial performance, operational efficiency, and banking 
stability. The study uses a balanced panel dataset covering six major Karnataka-originated 
banks over the period 2011–2023, incorporating both pre-merger and post-merger phases. 
Secondary data obtained from annual reports, regulatory disclosures, and publications of 
the Reserve Bank of India were analyzed using Difference-in-Differences (DiD) 
estimation, Data Envelopment Analysis (DEA), and Principal Component Analysis (PCA). 
The empirical analysis provides robust evidence that mergers have produced short-term 
adjustment costs but medium-term improvements in capital strength, efficiency, and 
systemic stability, validating the rationale behind consolidation reforms. 
 
1. Difference-in-Differences (DiD) Results: Financial Performance Impact 
The DiD model was estimated using key financial indicators such as Return on Assets 
(ROA), Capital Adequacy Ratio (CAR), Gross NPA ratio (GNPA), and Cost-to-Income 
Ratio (CIR). 
 
Table 1: DiD Estimation Results for Karnataka-Originated PSBs 

Variable ROA CAR GNPA CIR 

Post-Merger Dummy −0.21** 1.34*** 0.68*** −1.12** 

Merged Bank Dummy −0.15* 0.92** 0.54** −0.86* 

Post × Merged −0.09* 2.47*** −1.26** −2.03*** 

R² 0.63 0.71 0.68 0.66 

(*p<0.10, **p<0.05, **p<0.01) 
Interpretation: 
The interaction term (Post × Merged) captures the net merger effect. Results indicate a 
short-term decline in ROA, reflecting integration costs and asset quality recognition 
immediately after mergers. However, capital adequacy improved significantly, 
demonstrating enhanced risk-bearing capacity of merged banks. The decline in GNPA in 
the post-merger interaction term suggests improved asset quality management over 
time. Additionally, the reduction in cost-to-income ratio indicates operational 
rationalization and efficiency gains in the medium term. 
 
V. Efficiency Analysis Using Data Envelopment Analysis (DEA) 
DEA was applied to assess changes in technical and scale efficiency by comparing pre-
merger and post-merger periods. 
 
Table 2: DEA Efficiency Scores (Pre- vs Post-Merger) 

Efficiency Measure Pre-Merger Mean Post-Merger Mean 
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Technical Efficiency 0.71 0.84 

Scale Efficiency 0.74 0.88 

Overall Efficiency 0.69 0.82 

Interpretation: 
DEA results reveal a substantial improvement in efficiency scores following mergers. The 
increase in scale efficiency confirms that Karnataka-originated banks benefitted from 
economies of scale, wider branch networks, and optimized resource utilization. While 
technical efficiency improved gradually, the results suggest that organizational learning and 
technology integration played a critical role in post-merger efficiency gains. 
 
Composite Banking Stability Index (CBSI) Results 
To evaluate overall banking soundness, a Composite Banking Stability Index was 
constructed using PCA-derived weights for CAMELS indicators. 
Table 3: CBSI Scores – Pre- and Post-Merger Comparison 

Period Mean CBSI Score Stability Level 

Pre-Merger 0.48 Moderate 

Immediate Post-Merger 0.52 Moderate 

Medium-Term Post-Merger 0.67 High 

 
Interpretation: 
CBSI scores show a progressive improvement in banking stability over time. Although 
immediate post-merger gains were modest, the medium-term period demonstrates 
significant strengthening of capital buffers, liquidity, and earnings resilience. This 
confirms that mergers contributed positively to systemic stability, albeit with a time lag. 
 
VI. Integration of Efficiency and Stability Outcomes 

To assess synergy between efficiency gains and stability improvement, a correlation analysis 
was conducted between DEA efficiency scores and CBSI values. 
Table 4: Correlation between Efficiency and Stability 

Variables Correlation Coefficient 

Efficiency – CBSI 0.74 

Interpretation: 
The strong positive correlation (0.74) indicates that efficiency gains from consolidation 
directly translated into improved banking stability. Banks that achieved higher 
operational efficiency post-merger also exhibited stronger capital adequacy and liquidity 
positions. 
 

VII. Sensitivity Analysis 
Sensitivity tests were performed by excluding high-stress NPA years and re-estimating 
models. Results remained statistically significant, confirming the robustness of merger 
effects across economic cycles. 
 

VIII. DISCUSSION 
 
The results confirm that mergers of Karnataka-originated public sector banks led to short-
term profitability pressures but medium-term improvements in efficiency and 
stability. Regionally rooted banks initially faced integration challenges due to legacy NPAs, 
workforce harmonization, and system migration. However, consolidation enabled stronger 
capital positioning, improved governance oversight, and better risk diversification. 



Cultura. International Journal of Philosophy of Culture and Axiology      22(11s)/2025  

  

 

225 

 

Importantly, the findings suggest that merger success should not be judged solely on short-
term profitability. Instead, capital strength, efficiency, and stability improvements 
provide a more accurate measure of consolidation outcomes. The Karnataka experience 
demonstrates that historically regional banks can successfully transition into large national 
institutions when supported by effective post-merger integration strategies. 
 

IX. CONCLUSION 
 
This study has demonstrated the significant role of mergers and acquisitions in reshaping 
the financial performance, operational efficiency, and stability of Karnataka-originated 
public sector banks within the broader framework of Indian banking sector reforms. By 
integrating econometric impact assessment, efficiency analysis, and composite stability 
measurement, the research provides empirical evidence that bank consolidation extends 
beyond structural reorganization to become a strategic instrument for strengthening 
institutional resilience and systemic stability. The findings indicate that mergers have 
generated short-term adjustment pressures—particularly in profitability and asset quality—
largely due to integration costs, legacy NPAs, and organizational realignment. However, 
these transitional challenges are outweighed by medium-term improvements in capital 
adequacy, cost efficiency, scale economies, and risk absorption capacity. 
The analysis further reveals that Karnataka-originated banks, which were historically rooted 
in regional credit delivery and priority sector lending, experienced a gradual but consistent 
enhancement in operational efficiency and financial soundness following consolidation. 
The improvement in efficiency scores and composite stability indicators highlights the 
ability of merged entities to leverage expanded balance sheets, diversified portfolios, and 
stronger governance frameworks. At the same time, the results underscore that merger 
outcomes are not uniform and depend critically on effective post-merger integration, 
technology harmonization, and human resource alignment. 
Importantly, the study emphasizes that the success of banking mergers should not be 
evaluated solely through short-term profitability indicators. Instead, broader dimensions 
such as capital strength, efficiency gains, liquidity resilience, and systemic stability provide 
a more comprehensive measure of merger effectiveness. The Karnataka experience 
illustrates that regionally originated public sector banks can successfully transition into large 
national institutions when supported by well-designed consolidation strategies and 
sustained regulatory oversight. 
Overall, the findings affirm that mergers and acquisitions have contributed positively to 
the long-term strengthening of Karnataka-originated public sector banks and, by extension, 
to the stability of the Indian banking system. However, to fully realize merger synergies, 
policymakers and bank management must focus on targeted post-merger integration 
strategies, governance reforms, and continuous performance monitoring. By balancing 
scale expansion with operational efficiency and regional credit responsibilities, bank 
consolidation can play a vital role in ensuring a resilient, efficient, and development-
oriented banking system 
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